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P is a nonprofit corporation organized to audit
structural steel fabricators pursuant to a quality
certification program adm nistered by the Anerican Institute
of Steel Construction, Inc. (AISC). AISCis |ikew se a
nonprofit organi zation and is exenpt from Federal taxation
under sec. 501(c)(6), I.RC As its primary activity, P
i nspects the quality control procedures used in facilities
of fabricators applying to AISC for certification. P
eval uat es whet her such procedures are in conpliance with the
standards set forth in the AISC program The certification
program was established by AISC at the request of public and
private owners and devel opers who desired a reliable nmethod
for selecting conpetent fabricators from anong those who
submt bids for the steel work conponent of a construction
proj ect .

P seeks tax-exenpt status as an organi zati on descri bed
in sec. 501(c)(3), I.RC, on the grounds that P is operated
exclusively for the charitable purposes of |essening the
burdens of Governnent and encouragi ng safe construction for
the benefit of the general public.
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Held: P furthers private interests and therefore is
not operated exclusively for exenpt charitable purposes.
Consequently, P is not entitled to exenption fromincone
taxati on under sec. 501(a), |I.R C, as an organi zation
described in sec. 501(c)(3), I.RC

James A. Nitsche, for petitioner.

Joan Ronder Dom ke, for respondent.

OPI NI ON

NI MS, Judge: Respondent determ ned that petitioner Quality
Audi ting Conpany, Inc., does not qualify for exenption from
Federal inconme taxation under section 501(a) as an organi zation
nmeeting the requirenents of section 501(c)(3). Having exhausted
its adm nistrative renedies, petitioner challenged respondent’s
determnation by tinely invoking the jurisdiction of this Court
for a declaratory judgnment pursuant to section 7428(a). The case
was submtted for decision under Rule 122 upon the stipul ated
adm ni strative record. For purposes of this proceeding, the
facts and representations contained in the admnistrative record
are accepted as true, see Rule 217(b), and are incorporated
herein by this reference. The issue for decision is whether
petitioner is operated exclusively for charitable purposes within
t he nmeani ng of section 501(c)(3).

Unl ess otherw se indicated, all section references are to
sections of the Internal Revenue Code, and all Rule references

are to the Tax Court Rules of Practice and Procedure.
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Backgr ound

Petitioner, a nonprofit corporation with a principal place
of business in Bristol, Virginia, at the tine of filing its
petition, was fornmed under the laws of Virginia on April 7, 1995.
Devel opments and concerns within the structural steel fabrication
i ndustry, and particularly the response thereto by the Anerican
Institute of Steel Construction, Inc. (AISC), led to petitioner’s
genesis. AISCis a nonprofit organization exenpt from Federal
i ncone taxation pursuant to section 501(c)(6). Since its
founding in 1921, Al SC has been engaged primarily in the creation
of standardi zed engi neering codes and specifications for use in
the fabrication and construction of steel-framed buil dings and
bri dges.

During the 1960's, a nunmber of governnmental agencies and
private industrial owners and devel opers approached Al SC and
requested that it develop a certification programfor structural
steel fabricators. As technol ogical advances had increased both
the predom nance and the conplexity of steel’s role in comrerci al
and residential structures, a grow ng concern over potential
differences in quality had arisen anong entities attenpting to
sel ect contractors for this conponent of a building project. Yet

few owners and devel opers had sufficient expertise, tinme, or



- 4 -
funds to adequately investigate the fabricators submtting
project bids. AlISC undertook to create a program whi ch would
afford the requested quality assurances.

Working in collaboration wth engineers, architects,
contractors, and other industry participants (including
government al agenci es), Al SC devel oped and trademarked the Al SC
Quality Certification Program This certification program
i ncor porates codes, standards, and specifications for particular
aspects of the fabricating process devel oped by, anong others,
the Anerican Wl ding Society, the Steel Structures Painting
Council, the Anerican Society for Testing Materials, the Bolting
Council, and AISC. The programis designed to verify that
fabricators have in place a quality control systemthat wll
assure conpliance with such construction standards, as well as
with contract requirenents. Ongoing revision and upgradi ng of
the programtrack changes and advancenents within the industry.

The certification programoperates in the follow ng manner.
Fabricators desiring certification, often because the owner or
devel oper of a project conditions bid awards thereon, submt an
application and appropriate fee to AISC. The fees so charged are
determ ned in accordance with a schedul e set by Al SC and are
based upon the fabricator’s status as a nenber or nonnmenber of
Al SC, the type of certification sought, and the nunber of

enpl oyees at the facility. The programis open to al
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fabricators, regardl ess of Al SC nenbership, but the fee is |ess
for nmenbers al so responsible for Al SC dues. The follow ng four
types or categories of certification are available: Conventional
steel building structures, sinple steel bridges, conplex steel
buil di ng structures, and major steel bridges. A paint
endorsenment is also offered. Fees for a first-tine audit range
from $3, 200 to $6, 900.

Al SC then contracts with and pays for an independent entity
to performthe actual audit investigation of the fabricator’s
facility. The auditor evaluates the fabricator’s quality control
procedures to determ ne whether such procedures adequately test
for and ensure conpliance with the industry specifications
incorporated in the AISC program No particular structure,
project, or product is certified; rather, the construction
process itself is examned. Followng the audit, the auditor
communi cates his or her findings to the fabricator and recomends
to Al SC whet her certification should be awarded. Upon receipt of
a positive recommendation fromthe auditor, AlISC forwards to the
fabricator docunentation reflecting AISC certified status. If
t he auditor does not believe certification warranted, the
fabricator nmay choose to be reevaluated after corrective actions
have been inplenmented. The specific report pertaining to a given
audit is not dissemnated to the public, but Al SC publishes the

names of certified conpanies.
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In so adm nistering the certification program AISC
initially contracted with Abstect, a private, for-profit conpany,
to conduct the facility audits. Problens wth this arrangenent
devel oped, however, because a profit-driven enterprise was
unwi Il ling to reinvest a sufficient portion of the fees charged to
achi eve the level of auditor training and audit consistency
necessary for a uniform reliable certification program AlSC
therefore provided the startup capital to establish petitioner as
an i ndependent, nonprofit corporation. Petitioner’s articles of
i ncorporation state that its purpose is “To conduct quality
certification and inspection prograns which neet the requirenents
of private and public standards setting bodi es and governnent al
agencies”. Substantially all of petitioner’s time and resources
are dedicated to performng the quality audit function, and no
other entities presently furnish this service.

Petitioner is governed by a board of directors consisting of
the sitting chairman of AISC, the sitting chairman of Al SC s
Commi ttee on Fabricating Operations and Standards; petitioner’s
presi dent and CEQC, and two el ected nenbers. Petitioner operates
by hiring and training i ndependent contractors to inspect and
audit the facilities of fabricators applying to Al SC for
certification. These auditors are paid by petitioner $400 per
audit day plus expenses, which include airfare, |odging,

transportation, and tel econmunications. Petitioner also pays



- 7 -
royalties to AISC for use of its trademarked certification
program Petitioner’s incone is derived solely fromthe fees
charged Al SC for conducting the quality audits. These fees are
determ ned annually by petitioner’s board based upon an estimate
of the costs, expenses, and overhead associated with providi ng
the auditing service. Petitioner’s stated intent is to set fees
at a | evel which approxi mates actual cost. The request for tax-
exenption submtted by petitioner to respondent estinmated an
excess (loss) of revenue over expenses for the years 1995, 1996,
and 1997 of (%$28,350), $25,500, and $103, 300, respectively.

The majority of steel structures in the United States are
built wthout inposing a certification prerequisite on
fabricators. However, the AISC certification program has
i ncreasi ngly becone recogni zed as furthering structural integrity
and quality within the steel fabrication industry. Nunerous
private and public owners, devel opers, and contractors, including
the Arny Corps of Engineers and 38 to 40 State hi ghway
departnents, now require Al SC certification for bridges and ot her
metal work. To pronote such use of the program AISC solicits
owners and devel opers to require certification of fabricators
submtting bids. The following is representative of a
communi cation sent by AISC for this purpose:

Congratul ati ons on reaching the bid stage of the new

Cl evel and Stadium W understand this is a conpl ex

project, requiring skilled and experienced construction
contractors. AISC, the non-profit association
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responsi bl e for the Specification for Design and
Fabrication of Structural Steel for Buildings for over
75 years, offers a quality certification intended to
make the task of selecting qualified bidders nore
reliable. The AISC Quality Certification Programis
internationally recognized as a | eader in ensuring that
steel fabricators have the equi pnent, personnel and
procedures to handl e specific types of projects. By
requiring an AISC Quality Certified fabricator, you
will join a growing |list of designers and owners who
have el ected to use the program including the U S
Arny Corps of Engineers, the Navy Facilities Command
and 40 states. Currently, nore than 390 shops,
representing 327 conpanies in the United States,
Canada, Japan and Korea are certified--with nore being
added each nont h.

Though sonme specifiers have expressed concern that
requiring a Quality Certified fabricator wll raise
project costs, rest assured that this is not the case.
The Programis adm nistered by fabricators, for
fabricators with an annual fee to a fabricator of
usually less than $5,000. This fee is nmuch | ess than
conparabl e prograns in other industries. The fee funds
the cost of adm nistering the program and perform ng
audits. The Programrelies on the use of prevailing

i ndustry standards so there are no inplenentation costs
associated with the programand the audits often
provi de a cost benefit for fabricators since they not
only review a conpany’s existing quality procedures,

but also help to informa fabricator about the |atest

i ndustry issues and trends. Many program participants
have reported that their procedures and practices have
greatly inproved under the inpetus of Quality
Certification audits.

We therefore recommend that project specifications
require fabricators bidding on a project be certified
and that contracts be awarded to fabricators that are
certified prior to submtting their bid. The Al SC
Quality Certification Programexists to provide
assurances to construction team nenbers such as
yoursel f that suppliers are capable of performng
according to your specification. W hope you will |et
us help you with your work by awarding the project to
currently certified fabricators.
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The C eveland stadiumis a highly conpl ex and visible

project. W recomrend the follow ng | anguage be

inserted n [sic] your structural steel specification:
“The structural steel fabricator shall be
certified at the tinme of bid in the Al SC
Quality Certification Programin the Conpl ex
Steel Structure Category with a Sophisticated
Pai nt Endorsenent. A copy of the certificate
shall be submtted with the bid docunents.”

If you'd like nore information on the Certification
Program please feel free to call * * *

Petitioner’s application for exenption under section
501(c)(3), for its role in the above-described quality
certification endeavor, was received by the Internal Revenue
Service on August 2, 1995. On February 11, 1999, respondent
i ssued the final adverse ruling which is the subject of this
[itigation.

Di scussi on

CGeneral Rul es

Section 501(a) exenpts from Federal incone taxation
organi zati ons described in section 501(c). Anong the
organi zati ons so described are those set forth in section
501(c) (3):

Corporations * * * organi zed and oper at ed
exclusively for religious, charitable, scientific,
testing for public safety, literary, or educational
pur poses, or to foster national or international
amat eur sports conpetition * * * | or for the
prevention of cruelty to children or animals, no part
of the net earnings of which inures to the benefit of
any private shareholder or individual * * *
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In order to be exenpt under section 501(c)(3), an
organi zati on nust be both organi zed exclusively for one or nore
of the exenpt purposes specified in the section, known as the
organi zati onal test, and operated exclusively for such purposes,
known as the operational test. See sec. 1.501(c)(3)-1(a)(1),
| nconme Tax Regs. Failure to satisfy either test forecloses a
section 501(c)(3) exenption. See id.

In application of the organizational and operational tests,
“exclusively” does not nean “‘solely’” or “‘absolutely w thout

exception’”. Nationalist Myvenent v. Conm ssioner, 102 T.C. 558,

576 (1994) (quoting Church in Boston v. Conmm ssioner, 71 T.C

102, 107 (1978)), affd. 37 F.3d 216 (5th Cr. 1994); see al so

Copyright dearance Cr., Inc. v. Commi ssioner, 79 T.C. 793, 803-

804 (1982). Nonetheless, the presence of a single nonexenpt
purpose, if substantial in nature, precludes exenpt status,
regardl ess of the nunber or inportance of truly exenpt purposes.

See Better Bus. Bureau v. United States, 326 U.S. 279, 283

(1945); Redlands Surgical Servs. v. Conmm ssioner, 113 T.C 47,

71-72 (1999); Nationalist Mvenent v. Conm ssioner, supra at 576;

Ameri can Canpai gn Acadeny v. Conmi ssioner, 92 T.C. 1053, 1065

(1989).
To satisfy the exclusivity requirenent as it pertains to the
organi zational test, the entity' s articles of organization nust

l[imt its purposes to those which are exenpt and nust not
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expressly enpower it to engage, except in insubstantial part, in
activities not in furtherance of exenpt purposes. See sec.
1.501(c)(3)-1(b)(1)(i)(a) and (b), Incone Tax Regs.

Wth respect to the operational test:

An organi zation will be regarded as “operated

excl usively” for one or nore exenpt purposes only if it

engages primarily in activities which acconplish one or

nmore of such exenpt purposes specified in section

501(c)(3). An organization wll not be so regarded if

nore than an insubstantial part of its activities is

not in furtherance of an exenpt purpose. [ Sec.

1.501(c)(3)-1(c)(1), Inconme Tax Regs.]
Addi tional Iy, although an organi zati on may be engaged only in a
single activity directed toward nultiple purposes, both exenpt
and nonexenpt, failure to satisfy the operational test wll
result if any nonexenpt purpose is substantial. See Redl ands

Surgi cal Servs. v. Conmi ssioner, supra at 71; Copyright d earance

Cr., Inc. v. Conmmi ssioner, supra at 803-804.

Exenpt purposes, in turn, are those specified in section
501(c)(3), such as religious, charitable, scientific, and
educational. See sec. 1.501(c)(3)-1(d)(1)(i), Income Tax Regs.
Charitable is further defined as foll ows:

The term “charitable” is used in section 501(c)(3) in
its generally accepted | egal sense and is, therefore,
not to be construed as limted by the separate
enuneration in section 501(c)(3) of other tax-exenpt
pur poses which may fall within the broad outlines of
“charity” as devel oped by judicial decisions. Such
terms include: Relief of the poor and distressed or of
t he underprivil eged; advancenent of religion;
advancenent of education or science; erection or

mai nt enance of public buildings, nonunments, or works;
| esseni ng of the burdens of CGovernnent; and pronotion
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of social welfare by organi zati ons designed to
acconplish any of the above purposes, or (i) to |lessen
nei ghbor hood tensions; (ii) to elimnate prejudice and
discrimnation; (iii) to defend human and civil rights
secured by law, or (iv) to conbat comrunity
deterioration and juvenile delinquency. * * * [ Sec.
1.501(c)(3)-1(d)(2), Inconme Tax Regs.]

However, regardl ess of the presence of what m ght otherw se
be proper exenpt purposes, an explicit exception to section
501(c)(3) status exists in that:

An organi zation is not organi zed or operated

exclusively for one or nore of the purposes specified

in* * * [section 501(c)(3)] unless it serves a public
rather than a private interest. Thus, * * * it is
necessary for an organi zation to establish that it is
not organi zed or operated for the benefit of private
interests * * * [Sec. 1.501(c)(3)-1(d)(1)(ii), Income

Tax Regs. ]

Private interests within the neaning of this rule include not
only related persons and insiders but also unrel ated and

disinterested private parties. See id.; Anerican Canpaign

Acadeny v. Conmi ssioner, supra at 1068-1069. In other words, if

an organi zation benefits private interests, it will be deened to

further a nonexenpt purpose. See Anerican Canpai gn Acadeny V.

Commi ssi oner, supra at 1066. The organization will thereby be

prevented fromoperating primarily for exenpt purposes “absent a
showi ng that no nore than an insubstantial part of its activities
further the private interests or any other nonexenpt purposes.”
Id.

The burden of proof rests on petitioner to denonstrate,

based on materials in the admnistrative record, that it is
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organi zed and operated exclusively for exenpt purposes, not
benefiting private interests nore than incidentally. See Rule

217(c)(4) (A); Redlands Surgical Servs. v. Conm ssioner, supra at

72; Anmerican Canmpai gn Acadeny v. Commi Sssioner, supra at 1063-

1064.

Il. Contentions of the Parties

Petitioner contends that it satisfies the requirenents of
section 501(c)(3) for exenption from Federal taxation as a
charitabl e organi zation. Petitioner maintains that it is
organi zed and operated exclusively for charitabl e purposes, that
no part of its net earnings inures to the benefit of private
i ndi viduals, and that it serves public rather than private
interests. According to petitioner, its purpose and activities
qualify as charitable in that quality auditing of steel
fabrication firns both | essens the burdens of Governnent and
encour ages the safe construction of buildings and bridges for the
benefit of the general public.

Conversely, respondent asserts that petitioner is not
entitled to exenption fromtaxation under sections 501(a) and
(c)(3). Respondent concedes that petitioner is organized
exclusively for exenpt purposes and that no part of its net
earnings inures to the benefit of proscribed private individuals.
However, it is respondent’s position that petitioner’s inspection

activity neither |essens the burdens of Governnment nor confers
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upon the general public any benefit which is not nerely
incidental to petitioner’s furthering of the private interests of
Al SC and firnms within the steel industry.

We concl ude, for the reasons expl ai ned bel ow, that
petitioner has failed to establish that it qualifies for
exenption fromtax as a charitable organization wthin the
meani ng of section 501(c)(3).

[11. Application

The question of whether petitioner is entitled to tax-exenpt
status as a section 501(c)(3) organi zation turns here upon
whet her petitioner is operated exclusively for exenpt purposes.
Petitioner’s primary activity consists of performng audits of
steel fabricators who have applied to AISC for quality
certification. Petitioner contends that, in so functioning, it
operates exclusively for the charitable purposes of |essening the
burdens of Governnent and encouragi ng safe construction for the
benefit of the general public. W exam ne each of these
potential grounds for exenption.

A. Lesseni nq the Burdens of Gover nment

An organi zation can be classified as having the charitable
pur pose of |essening the burdens of governnment only if two

criteria are satisfied. See Colunbia Park & Recreation

Association v. Conm ssioner, 838 T.C. 1, 21 & n.45 (1987), affd.

wi t hout published opinion 838 F.2d 465 (4th G r. 1988);
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Uni versity Med. Resident Servs., P.C. v. Conm ssioner, T.C. Meno.

1996-251; Public Indus., Inc. v. Conm ssioner, T.C. Mnop. 1991-3.

First, the activities engaged in by the organization nust be
t hose which a governnental unit considers to be its burden. See

Col unbi a Park & Recreation Association v. Conm ssioner, supra at

21 & n.45; University Med. Resident Servs., P.C. v. Commi SSioner,

supra; Public Indus., Inc. v. Conm Ssioner, supra. | n ot her

words, it must be shown that a governnental unit accepts as its
responsibility the activities conducted by the organization and
recogni zes the organi zation as acting on the Governnent’s behal f.

See Col unbia Park & Recreation Association v. Comm SSioner, supra

at 21. Second, the organization’ s performance of the activities
must actually | essen the burdens of Governnent. See Col unbia

Park & Recreation Association v. Conm ssioner, supra at 21 &

n.45; University Med. Resident Servs., P.C. v. Conm ssioner,

supra; Public Indus., Inc. v. Conm Ssioner, supra. However, *“The

mere fact that such activities mght inprove the general econom c
wel | -being of the Nation or a State or reduce any adverse i npact
fromthe failure of Governnent to carry out such activities is

not enough.” Public Indus., Inc. v. Conm ssioner, supra.

Applying these criteria to the case at bar, we concl ude that
petitioner has failed to nake the requisite showi ng for an
exenption on the basis of |essening Governnment burdens.

Petitioner’s primary activity consists of performng quality
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audits of steel fabricators. Yet there is no indication in the
record that governnental units consider it their burden to
i nspect or certify the quality control procedures in place in the
facilities of private fabricators. The quality inspection and
certification activities here are not part of a |egislated
governnmental program are not the result of an express
governnment al del egation of function, and do not seek to enforce
governnmental | y established standards or guidelines. See |ndiana

Crop I nprovenent Association v. Comm ssioner, 76 T.C. 394 (1981)

(relying on such factors to hold that a taxpayer’s testing and
certification of agricultural products |essened the burdens of

Governnent); see also Professional Standards Review Org. V.

Conm ssioner, 74 T.C. 240 (1980) (finding an entity authorized by

statute to review utilization of Governnent-subsidi zed prograns
to | essen the burdens of Governnent).

Rat her, the record reflects only that governnental agencies
were anong those who initially requested that Al SC develop a
certification programand who have since made use of the program
in awardi ng bids. Although such involvenent shows a concern with
obt ai ning high-quality steel work in public projects, it falls
short of denonstrating that governnental units view a programfor
auditing steel fabricators as a Governnent responsibility and

recogni ze petitioner as acting on their behalf. The record is



- 17 -
i kewi se bereft of evidence that, in absence of the Al SC program
governnmental entities would have undertaken to develop a simlar
programor to conduct actual audit inspections.

Furthernore, to the extent that the existence of the Al SC
program and petitioner’s role therein facilitate the Governnent
in selecting qualified fabricators, an equival ent benefit is
conferred upon private owers and devel opers. Private entities
joined with public in requesting the Al SC program and |ikew se
utilize the programin awarding bids. |If, as petitioner
contends, it is operated to | essen the burdens of Governnent, it
would follow that it is also operated to | essen the burdens on
private parties. Wile the former is a charitable purpose, the
latter is not, and the record offers no basis upon which to
determne that the latter is nmerely incidental to the fornmer. W
t hus cannot conclude that petitioner is operating exclusively for
the charitabl e purpose of |essening the burdens of Governnent.

B. Encour agi ng Saf e Constructi on

We turn to the question of whether petitioner is operating
exclusively for the charitable purpose of encouraging safe
construction for the benefit of the general public. W
acknow edge that furthering public safety is indeed a charitable
obj ective. Mreover, we do not dispute that the Al SC
certification programand petitioner’s audit activities pronote

i ncreased structural integrity and safety in steel buildings and
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bridges. Nonetheless, we find that petitioner’s activities al so
further private interests to a degree that is nore than

i nsubstantial. See Better Bus. Bureau v. United States, 326 U.S.

279, 283 (1945).

Petitioner perfornms quality audits at the request of Al SC,
which in turn acts at the request of steel fabricators applying
for certification. Neither Al SC nor the fabricators, however,
are public entities. As an organization exenpt fromtaxation
under section 501(c)(6), AISCis a business |eague or board of
trade. Such entities are defined as foll ows:

A busi ness | eague is an associ ati on of persons
havi ng sone common busi ness interest, the purpose of
which is to pronote such conmon interest and not to
engage in a regular business of a kind ordinarily
carried on for profit. It is an organization of the
sane general class as a chanber of commerce or board of
trade. Thus, its activities should be directed to the
i nprovenent of business conditions of one or nore |lines
of business * * * [Sec. 1.501(c)(6)-1, Incone Tax
Regs. ]

Hence, AISC is classified as an organi zati on which seeks the
betternment of an industry, not the betternent of the general
public. Although AISC s actions are not profit-notivated and may
have positive results for society at |arge, that does not
transform Al SC s purpose, and activities undertaken in
furtherance thereof, fromprivate to public. As expressed by
this Court:

It is clear, however, that not all organizations which

incidentally enhance the public good will be classified
as “public” organizations within the neani ng of section
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501(c)(3). ©One need only glance at the other types of
organi zati ons described in section 501(c) for exanples
of “nonpublic” organizations which often do nuch to
enhance the public good * * *

W think it is significant that Congress enacted
speci al exenption provisions for certain types of
or gani zati ons which woul d be unable to neet the
stricter section 501(c)(3) tests which require service
to public interests rather than to private ones. * * *
[ Aneri can Canpai gn Acadeny v. Conm ssioner, 92 T.C
1053, 1077-1078 (1989).]

Here, the devel opnment and adm nistration of a quality
certification program at the request of and for the structural
steel industry, would appear to be consistent with AISC s m ssion
as a section 501(c)(6) organization. AISC, in its solicitations
to owners and devel opers, states that the programis “intended to
make the task of selecting qualified bidders nore reliable” and
“exists to provide assurances to construction team nenbers such
as yourself that suppliers are capable of perform ng according to
your specification.” The focus thus seens to be on aiding
i ndustry participants, with any benefit to the general public
being nerely secondary. W note that safety is never nentioned
in the solicitation, and having qualified bidders and suppliers
woul d address a host of concerns distinct fromthat of ending up
with a finished product that will not harmits users. |Increased
nonconformties, delays, project cost overruns, reduced structure
| ongevity, and frequent repair expenditures are anong the

problens that could flow fromhiring fabricators with inadequate
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quality control. Therefore, to the extent that petitioner serves
AISC s interests in carrying out its section 501(c)(6) role of
i ndustry betternent, petitioner benefits a private interest.

The steel fabricators who request audits and whose
facilities petitioner inspects are |likew se private entities.

Mor eover, because these fabricators operate as comrerci al
enterprises, we are constrained to assune that they largely apply
for certification when to do so furthers their prinmary objective
of making a profit. W doubt that firnms would seek and pay to
obtain certified status unless they believed the investnent would
prove lucrative in the future. They likely wish to pursue
revenues froma contract requiring certification, or they see the
certification process as a vehicle to increased work through an

i nproved control process and reputation for quality. Thus, in
auditing these fabricators, petitioner is once again furthering
private interests.

Lastly, petitioner has failed to convince us that the
private interests di scussed above are insubstantial in conparison
to the benefit reaped by the general public. The ngjority of
steel structures built in the United States do not require
certified fabricators. The certification process itself does not
result in petitioner’s inspecting or certifying the safety of any
finished structure or product with which the public mght conme in

contract. Rather, petitioner evaluates the internal quality
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control procedures of private, for-profit steel fabricators,
incident to a quality certification programadm nistered by a
nonpublic section 501(c)(6) entity and i nplenented at the request
of steel industry participants. Accordingly, we conclude that
petitioner is operated to a substantial degree for the benefit of
private interests, including those of Al SC and nenbers of the
steel industry. As furthering private interests constitutes a
nonexenpt purpose, petitioner has not established that it is
operated exclusively for exenpt charitable purposes. W hold
that petitioner is not entitled to exenption fromtaxation as a
charitabl e organi zation described in section 501(c)(3).

To reflect the foregoing,

Deci sion will be entered

for respondent.




